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that China imported 465.2 million dollars in 1946, 353.5 millior 
dollars in 1947, and 239.8 million dollars in 1948. Thes e 
figures, as compared with the imports of 37.7 million dollars 
in 1936, s h owed substantial increases. If they are a d justed by 
the United States wh olesale price index which arose to 154. 0 in 
1946, 193. 5 in 1947 a nd 210.0 i n 1948, tak ing the year of 1936 
as bas e (Table I I), it still indicated abun dant increase. 
Here it showed that t he a ctual average imports o f t h e 
three postwar y ears was 232.2 million dollars i ndicating an in-
crease of a pproximately 628 percent as compared with the imports 
in 1936. Unfortunately, owing to the enforcement of rig id im-
port controls since August, 1947, t h e imports showed a marked 
decline after 1946. Imports of 1947 and 1948 dropped about 34 
percent and 58 percent respectively as compared with the imports 
in 1946. 
TABLE I 
Ch ina's Exports to and Imports from the United States 
(in 1,000 dollars) 
Year Exports Imports 
--
1936 47,200 37,700 
---- ------ ------
1946 87 , 100 465,200 
1947 110,500 353,500 
1948 117,500 239,800 
---- ------- -------
1946-1948 
105,300 352,800 Average 
Source: United States Department of Commerce. 
(2) Considerable Rise of Exports -China's exports to the 
vii 
United States in 1946, 1947 and 1948 were 87.1 million dollars, 
110.5 million dollars and 117.5 million dollars respectively. 
If deflated by the wholesale price index of the United States, 
the respective export figures for 1946, 1947 and 1948 were 
equivalent to 62.7 million dollars, 69.6 million· dollars and 
68.2 million dollars, showing considerable increases over the 
1
1 
exports of 47.2 million dollars in 1936. The actual average II 
exports of the postwar three years was 66.9 million dollars, an 
increase of about 41% over the exports in 1936. It is worth-
while to note that the exports rose in the last two years nearl~ 
10%, and 8% respectively over the exports in 1946. The improve-
ments were attributed by the encouragement and promotion of ex-
port by the Chinese Government and rapid recovery of some export! 
industries. 
TABLE II 
The Actual Value of China's Trade with United States 
Year 
I9JO 
1946 
1947 
1948 
1946-48 
Average 
(in 1,000 dollars) 
Wholesale Price % % 
Index-l~ Exports Increase Imports Increase 1oo.o 47,200 1oo 37,700 !oo 
----- ------ ------
154.0 62,615 130 334,944 885 
193.5 69,615 1Eo 222,70~ 600 210.0 68,210 1 5 139,08 370 
----- ------ -------
185.8 66,846 141 232,244 628 
Source: i:-Monthlt Labor Review, Vol. 70, No. 1, Jan. 1950 
Dept. o Labor, Washington, D. c., p. 118. 
D. Mutual Share in the Postwar Foreign Trade 
(1) The United States' Predominant Position in China's 
viii 
Foreign Trad e -As the major portion or China's imports during 
the postwar period relied on foreign loans and aid funds, the 
tempo or foreig n trade relations have been accelerated between 
China and the United States which is the only country able to 
g ive both foreign loans and aid funds. During the 1935-1937 
period, Germany and Japan averag ed 25.5% or China's total foreign 
trade (including exports and imports), 1 and their role has now 
been almost completely replaced by America. Table III shows 
t h e United States' share in China's foreign trade. 
Since V-J Day , the United States h as b e come China's majo l 
source or supply and best customer for her exports. Ch ina im- I 
ported from the United States 57.2, 50.1 and 46.5 p ercent or h e1 
total imports during 1946, 1947 and 1948 respectively, indicat-
ing considerable increase as compared with 19.6 percent 1936. 
Meanwhile, America bought 38.7 percent in 1946, 23.3 percent in 
1947 and 26.9 percent in 1948 of China's total exports, showing 
some improvements as compared with 26.4 percent in 1936. No 
country has ever taken such a hug e share in China's forei g n 
tra de history; n ever before h a d the United States held such a 
predominant position in t h e history of Sino-American trade. Yet 
it should be noted that the imports and exports p ercentag es or 
America reg i s tered dec reases afte r 1946. The import p ercentag es 
dropp ed about 7% for 1947 and 10.7% for 1948 as c ompared with 
that of 1946. The shrinka es were apparentl y caused by c on-
t i nued deter i oration or po l iti cal and e conomic s ituations i n 
!Dietrich , E . B., Far Eas t Trade of t h e United States, 1940, 
Institute or Pacirrc-Reration, Ne~ork, p. 34. 
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than in 1936. Table IV gives China's share in the United 
States' roreign trade. The export percentage jumped rrom 1.9 
in 1936 to 4.8 in 1946, and 2.3 in 1947; but it dropped to 1.9 
again in 1948. The great improvement in 1946 made possible was 
by imports, large amount or aid and relier goods rrom the United 
States, 1 and by the Chinese Government policy ror encouraging 
import during the rirst year arter the war. However, owing to 
the drastic import control, the percentages marked serious de-
clines in 1947 and 1948, and went down by 50% in 1947, and 66% 
in 1948 as compared with the percentage in 1946. 
TABLE IV 
China's Share in the United States' Foreign Trade 
Year % or u.s. Export % or u.s. Import 
1936 1.9 3.1 
----
1946 4.8 1.8 
1947 2.3 2.0 
1948 1.9 1.7 
Source: u. s. Department or Commerce. 
Although China made several attempts and devices to in-
crease exports through roreign trade control, exports rinance, 
standardization or export commodities and packing or native 
products, yet, because or worsened civil war, none or them 
proved to be successrul. On the contrary, China's share in the 
United States' imports decreased substantially from 1936. She 
u. s. Department or Commerce, u. s. Trade with China, Japan and 
the Republic or Philippine, Vol7 v; No. 116;-p7 1. 
xi 











but increased to 50,000 short tons in 1946. Consumption began 
to drop sharply in 1947 and 1948 to 28,000 short tons and 
10,000 short tons respectively as the export market expanded. 
(4) Marketing Condition -Distribution has become the 
paramount problem in China's pos~var tung oil industry as 
chaotic conditions have prevailed in every phase of marketing 
from grower to foreign importer. ~fuile domestic distribution 
has always been inerricient and costly, the political and 
economic disturbances that prevailed in China since the war, 
have greatly complicated the transportation, storage, rinancing, 
levying and selling involved in marketing tung oil. The cumula-
tive costs have become almost prohibitive. As a result, tung 
oil prices in primary market hRve been rorced substantially 
below their parity as compared with other agricultural prices. 
Furthermore, during the last two years, the condition or the 
world market or the oil has steadily worsened. New York quota-
tion which was $.38 per pound in the rirst halr or 1947, 
tapered orr to $ .25 per pound by the end or 1947, and rurther 
1 
decreased to around $.20 per pound at the end or 1948. This 
drop in the price or tung oil was attributed to the heavy ship-
ment or mass sale by Chinese Government together with rampant 
smuggling rrom South China. In ract, more Chinese merchants 
regard tung oil merely as a means or obtaining dollar exchange 
ror import or other highly proritable commodities rrom this 
country rather than as a production commodity. 2 
I- 11 China's Tung Oil Production and Export", Op. cit., p. 60. 
2rbid., p. 60. 
6. 
Stocks at the main concentrating centers - Chungking, 
Wansien, Ichang, Hankow and Shanghai are relatively low on 
account of large exports during postwar years with a low produc-
1 
tion of the first year. 
D. Postwar Chinese Exports of Tung Oil to u. s. A. 
(1) Quantity and value - The United States is China's 
' 
best customer for tung oil, with Hongkong second and European 
countries third. 2 China's exports of tung oil to ~he United 
States during the last two years were gratifying, although the 
result obtained would have been better if there had not been 
the shipping shortage on the Yangtze River, worsened economic 
situation, and low quotations in New York. 
Table X gives the United States' imports of Chinese tung 
oil during the postwar years. The imports dropped sharply from 
1935-1939 average of 123,190,000 pounds at 10,801,000 dollars 
to 34,929,000 pounds in 1946 at 11,747,000 dollars; yet it 
improved speedily to 121,105,000 pounds in the next year with 
a value of 35,218,000 dollars, and further increased to 
132,977,000 pounds in the third year at 27,388,000 dollars. The 
1948 imports already exceeded the prewar average. However, it 
should be noted that the 1948 imports increased in quantity, but 
decreased in value owing to the considerable drop of the quota-
tion in tb.e last year. From Table X, it can be easily visual- I 
ized that the demand for tung oil in the United States has 
again reached its prewar level. 
lnchina's Tung Oil Production Down", Op. cit. 1 p. 96. 
211 China's Tung Oil Production and Export", Op. cit., p. 60. 
7· 
(2) Monopoly of the Trade - From Table XI, it is apparent 
that China has monopolized the United States' tung oil trade. 
She supplied 98.3% of t.h.e United States' imports; the supply 
from other countries is almost negligible. Even the small I 
supply· from Hongkong originated from China. · Indeed China is the l 
sole supplier of the oil for · the United States' industry. 
TABLE X 
United States' Imports of Chinese Tung Oil 
Year 
.-
193P-1939 
Average 
1946 
19L~7 
1948 
Quantity (1,000 lb.) 
12,3,190 
34,929 
121,105 
132,977 
Value {$1 ,000) 
10,891 
11,747 
35,218 
27,388 
Source: FT Report 110, u. s. Imports for Consump-
tion of Merchanaise, U. S. nepartment of 
Co:mr.1erce. 
E. The United States' Demand for and Domestic Supply of Oil 
{1) Present Uses - Tung oil has assumed world-wide 
prominence as an essential raw material . This product is the 
best drying and waterproofing oil of vegetable origin known to 
technical science, and today it is one of the most important 
drying-oil group required by the United States industries. 
The oil has gained particular prominence as a constituent 
of coating and finishing products such as varnishes and enamels. 
It has aided especially in the improvement of industrial 
finishes employed in the construction, furniture, automotive, 
electrical, textile, lithographic printing, specialized ink, 
e. 
~ousehold appliances, and specialty industries. The exceptional 
quick-drying properties of tung oil have definitely assisted in 
speeding up industrial-finish operations and maintenance and 
repair jobs, enabling a saving of many thousands of dollars in 
those fields annually. The preservative and waterproof 
qualities of the oil have naturally added to the durability of 
finished products uponwhich it is employed, curtailing recoat-
1 ~ng and replacement costs. 
TABLE XI 
United States' Imports of Tung Oil by Country of Origin 
(1,000 pounds) 
% of Total 
Countr:;y: of Ori~in 1946 1947 1948 Total Avera5e 
China 34,928 121,105 132,977 289,010 98.3 
Hong kong 459 2,162 2,621 .8 
Brazil 124 1,474 1,598 .5 
Paraguay 55 55 
Argentina 796 796 
-3 
Burma 68 68 .1 
TOTAL 36,0317 121,564 136,681 294,282 100.0 
Source: United States Department of Commerce.2 
At present, the paint and varnish industry consumes 80% o~ 
total tung oil imports. 3 The rest are used in the manufacture o~ 
I 
nsulation materials, linoleum, oil cloth, printing ink, wall 
·c. c. Concannon, Op. cit., p. 43· 
'2see note on Table x. -
I3Edmund c. Wood, "Report on Tung Oil", Tung World, April, 1947, 
~ississippi, p. 17. 
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cultivation. During recent years , especially after the out-
break of the Pacific War , the United States' tung oil industry 
has made considerable progress in the cultivation of the tree 
and production of the oil. It is estimated that total acreage 
of tung trees planted in this country is now about 200,000 acres. 
Yet, on some of this acreage the cultivation is not successful 
because of unsuitable soil and climate conditions, and neglect 
of the grower. It is growing up in the red clay hills of the 
southeastern states - mainly, by the order of importance, in 
Mis sissippi, Louisiana, Florida, Georgia and Alabama .• l The 
following table shows the production of the oil in the United 
States during recent years. 
TABLE XII 
United States' Production of Tung Oil 
(1,000 pounds) 
1937-42 
1943 1944 194.5 1946 1947 Year Average 1948 
Production 2,000 .5,000 3,000 10,000 11,000 13,000 17,000 
Source: u. s. Department of Agriculture. 2 
The production rose steadily from 2,000,000 pounds for 
1937-42 average to 17,000,000 pounds in 1948, an increase of 
more than s evenfolds during these years. But it should be 
borne in mind that the domestic supply is still far from ful-
filling the total industry requirement. For example, the 1947 
lEdmund c. Wood , Op. cit., p. 7• 
2The Fat and Oils-situation, Op. cit., p. 24. 
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production of 13,000,000 pounds only supply approximately 12% 
of the total consumption in that year. 
F. Substitute Oils and Materials 
After the beginning of the Sino-Japanese War, export of 
tung oil from China to the United States was cut off to such an 
extent that even by 1939 about one-third to one-half of the pre-
war amounts were exported, and later they were almost, if not 
completely, stopped. Tung oil being an essential commodity in 
the manufacture of materials for war, and the stock pile of it 
being extremely low, very rigid restrictions were set up in the 
United States. This shortage not only forced tung oil users to 
change their formulas, but also greatly stimulated research 
work on various types of substitutions. New oils, or such ma-
terials as special driers like manganese and cobalt, have been 
developed for use with semidryin oils, such as soybean oil or 
dehydrated castor oil. As linseed oil remains a standard drying 
oil, many other drying or semidrying oils are also employed in 
the manufacture of products in which tung oil could be used in 
whole or in part. Such oils, in addition to linseed, soybean, 
dehydrated and castor oil, are hempseed , fish, perilla and 
oiticia as well as mineral oils and synthetic oils. 1 
While all of these products were helpful in the emer enc-y 
and resulted in reducing the consumption of tung oil held in 
stock, not one of the replacements perfectly fulfills the re-
quirements as does tung oil, which is unique in characteristics; 
lwood, Edmund c., "Report on Tung Oil", Op. cit., p. 7. 
12. 
none of these substitutes would be self-sustaining, unless part 
1 
of the oil content is tung oil. 
Some American expert agricultural chemists stress that 
tung oil only "substitute" for tung. Its chemical and physical 
characteristics are too important and too effective in the for-
2 mation of hard , durable , fast drying films to be disregarded. 
G. Chinese Exports Outlook 
The prospect in the near future is hardly promising out 
of the low stocks and worsened economic situation in China. 
In the long run, it will be bright since China is the sole 
supplier of America's tung oil. How good it will be will depend 
on the agreement between ~hese two governments. 
1Hafeli, John M., "Tung Oil, Its Past, Present, and Future", 
China Trade Monthly , December, 1948, p. 1010. 
2Scofield, Frank, "Tung Oil 1 Substitute 1 for Tung", Tung World, 
May, 1947. 
-
13. 
II 
il 14. 
I 
CHAPTER III 
BRISTLES 
CHINA'S CHIEF EXPORTS OF ANIMAL PRODUCTS 
A. Introduction 
Bristles obtained from the hog are the principal raw 
materials used in brush manufacture. They are used in making 
brushes of all kinds , but chiefly paint and tooth brushes. The 
grade of bristles is determined by its length, color, stiffness, 
I 
shape, texture and resiliency. The best bristles are obtained I 
from hogs living in cold climates; hence Siberian, Manchurian 
and North China bristles are known for their superior quality.l 
China leads bristles production over all other countries. ! 
The world production of bristles is around 6,000 tons each year, 
of which China produces above 75 percent. 2 The minor bristle 
producing countries are Brazil, Poland, Finland, Germany, 
Argentina and India. But all of their products are inferior to 
tho se of China. 
Bristles are one of the most important Chinese exports to 
the United States. They ranked second in importance , next 
only to tung oil in the postwar trade, representing 19.8 percent 
of Chinese total avera ,e exports during the last three ears wit~ 
a cumulative value of 59.2 million dollars. 
lPan, Shun-Lun, The Trade of the United States 
McMillan Book CompanY, NewYorK, p. 190. 
2chinese Information Service, Chinese Bristles 
Trade, 1946, Nankin~ , China, p. 6. 
With China, 1924, 
Produc tion and 
B. The History or Chinese Bristles Trade with the United 
States 
The introduction of Chinese bristles into the American 
market was an important event in the brush industry. The objec-
tions or the trade, in its earlier days, to the substitution of 
Chinese ror Russian bristles were largely overcome by the dis-
covery or the proper treatment or the Chinese bristle. The chie1r 
obstacle to the use of the Chinese product was the fact that its 
peculiar characteristics necessitated a method of treatment 
dirrerent rrom that used in preparing Russian bristles. Chinese 
bristles are generally black and range in length from two and 
one-halr to seven inches. They are outstanding in resiliency. 
The United States has been importing bristles rrom China 
since the later decades or the last century. The trade grew 
quite rapidly in the past. Firty-rive years ago in 189~, this 
country imported only 7~,000 pounds or this co~modity. 
years later, in 1904, it increased to 921,000 pounds. 
ten years, the quantity doubled the rigure ror 1904. 
Ten I 
In anothe 
The ex-
ports expanded rrom 2,721,000 pounds in 1922 and to 4,339,000 
pounds in 1929. The quantity decreased in 1932 to 2,848,000 
pounds and to 2,919,000 pounds in 1934, but it went up to a peak 
or 5,036,000 pounds in 1936. During the war rrom 1937 to 1938, 
the export or bristles showed a decline, because transportation 
in the producing districts was disrupted by the war. However, 
in 1939 and 1940, as the commodity could be shipped out by way 
or Haiphong and Hongkong, and in 19~1, via Burma Road, the ex-
port registered large increases. The 1941 export or 5,229,000 
pounds hit a new high. After the fall of the two seaports and 
Burma, the export dropped sharply to less than 1,000 pounds in 
1943. 1 
c. Bristle Industry in China 
(1) Production Districts - There are five major bristle 
producing areas in China listed in order of importance, as 
follows: 
1. Along the Yangtze River , including Szechwan, Hunan , 
Hupi , Kiangai , Anhwei, Kiangau and Sikang provinces. 
2. The southwestern provinces , including Kwangai, Yunnan 
and Kweichow. 
I 
3. The sou the as tern coastal provinces, including Checkia~ , 
Kwantung and Taiwan. 
4· Along Yellow River, including Hopi , Shantung , Honan , 
Shansi, Shesi, Kansu, Chinghai and Suiyan provinces. 
5. Manchuria. 
It is worthwhile to note that Szechwan has been leading a 1 
provinces in the production of hog bristles and Hunan next. The 
former contributed 14 percent and the latter 10 percent of China s 
2 total avera e bristle production in the postwar years . 
(2) Trade Centers - Before the war , Tientsin handled the 
larg est bristle export trade , with Hankow next in line as the 
bristles export centers. At t hat time, the bristle exports from 
Tientsin occupied about 50 percent of the total for the whole 
1chih Tsang , China's Postwar Market, 1945, McMillan Book Company 
New York, p . 142. 
2 Chinese Bristle Production and Trade, Op. cit., p. 6. 
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three years averaged 11,000,000 pounds, showing an increase 
about 35 percent as compared with 7,150,000 pounds of prewar 
average. Yet, owing to the civil war that raged throughout 
North China, the postwar output, though large in quantity, is 
not all available to the market, for a considerable portion of 
the production was unable to reach trade centers. 
TABLE XIV 
Chinese Bristle Production 
(in 1,000 pounds) 
Year 
Quantity 
Source: 
1933-1937 
Average 
7,150 
1946-1948 
Average 
11,000 
1 Chinese Information Service. 
D. The Bristle Trade in Postwar Years 
(1) Substantial Increase - The United States is the best 
~rket for Chinese bristles. Despite the civil war, critical 
economic conditions and inadequate transportation facilities, 
the exports of Chinese bristles to the United States registered 
~emarkable increases. Table XV gives the United States' imports 
pf Chinese bristles during the postwar years. 
Table XV reveals that the first year of the postwar ex-
~orts of 6,315,000 pounds established a new record, surpassing 
even the previous high of 5,229,000 pounds in 1941. The 1947 
exports of 5,884,000 pounds at 18,429,000 dollars showed a 
slight decline in quantity. Nevertheless it still marked a 
1
chinese Bristle Production and Trade, Op. cit., p. 7• 
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of shipments flown over the "Hump" to India and thence to 
America. The supplies thus brought out from China surely were 
far fram adequate to meet the American requirements. During 
that time, the American brush manufacturers had to use horse 
hairs and synthetic products as mixers and substitutes. Natural y, 
the demand became very great when natural bristles were again 
available after the war ended. 1 
(3) Rise in Prices - From Table XV, we are able to 
visualize that the prices of bristle s h ave increased from $2.96 
per pound in 1946 to $3.13 in 1947 and $3.10 per pound in 1948. 
Since China's domestic consumption of bristle is negligible, the j 
prices of this commodity are thus not in any way linked with I 
those of other commodities in China, but entirely depend on the 
trend of demand of the world market. Owing to the limited sup-
ply from China due to the. civil war, and the ever-increasing 
demand of bristle users in different parts of the world, bristle 
prices in the United States' market have increased considerably. 
(4) Domination of the Trade - Russia, Argentina, Britain, 
India, Canada and Mexico shared with China the United States' 
bristle market, though their quantity of supply was relatively 
insignificant. China almost dominates the whole American 
bristles trade. During the postwar years, she supplied approxi-
mately 94 percent of the total United States' imports or ~his 
commodity. Table XVI indicates the United States' imports of 
bristles during 1946 to 1948. Russia was the second major I 
lAy, Pu~en, "Bristles Expcr ts Are Rising 11 , China Trade Monthly, 
~ay, 19~7, Shanghai, China, p. 306. 
20. 
exporter of bristles to this country with Argentina third, and 
the United Kingdom fourth. But their shares are too small to 
compete with China. Russia occupied only 3 percent; Argentina, 
.7 percent; and the United Kingdom, .4 percent of the total 
average of the United States' imports of bristles during the 
last three years. 
TABLE XVI 
The United States' Imports of Bristles 
{in 1,000 pounds) 
Country of 
Origin 
Canada 
Mexico 
Argentina 
United Kingdom 
Soviet Russia 
India 
China 
All Others 
TOTAL 
1946 
11 
23 
144 
16 
383 
22 
6,315 
208 
7,122 
Y e a r 
1947 1948 
8 16 
5 4 
1 9 
3 34 
201 59 
19 16 
5,884 7,132 
36 47 _ _.;;;..._ 
6,167 7,307 
1946-48 
Average 
12 
11 
52 
26 
214 
29 
6,444 
86 
6,865 
% of Total 
Average 
.2 
.1 
.7 
·4 
3.0 
.3 
94.0 
1.3 
100.0 
Source: FT Report 110, United States Department of 
Commerce. 
E. The United States' Domestic Supply and Consumption of 
Bristles 
-
The United States' domestic supply of natural bristles is 
very insignificant. Those produced in this country are a by-
product of the slaughtered hogs . They are short and inferior in 
21. 

The real bristles have advantages of being more elastic , 
less affected by the weather and absorbent than any substitute 
now produced. Of course, in the case of shortage of the supply 
of natural bristles, there undoubtedly would result an 
accelerated demand for the synthetic products, just as there 
would be for horsehair and other materials to be used as mixers .11 
G. Outlook of Chinese Bristles Exports 
During these postwar years , Tientsin, Tsingto and 
Manchuria supplied nearly 50% of the United States brush 
filaments, and now all those areas are under the Communist 
2 
control. Although civil war is still fighting on, there are 
still some ships sailing between the United States and those 
ports. The rehabilitation is g radually workin~ on China proper 
under Communist Government . The supply could be gradually n-
creased. However, the outlook of Chinese bristles exports to 
the United States will still depend on the political nego tiatiors 
between t hese two countries 
1 Koo Len~-Yu, Op. cit., p . 850. 
2~hina War Hits Bristle Industry 11 , Journal of Commerce , New Yor11 , 
November 11, 1948. 
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CHAPTER IV 
RAW COTTON 
CHINA AS A MARKET FOR Al\:IERICAN RAW COTTON 
A. Introduc tioh 
One of the great natural resources of the United States 
is the annual cottoncrop which has always been an important 
item in her international trade balance. She is the world's 
largest producer of raw cotton, followed by India second, and 
Russia third in importance. During the postwar years , the 
world production averaged 25.5 million bales; and that of the 
United States, 10.8 million bales, representing 42 percent of 
1 
the world's total. The United States' domestic cotton con-
sumption at the same period was around 9 million bales per 
year . 2 Therefore , the resultant surplus of 2 million bales each 
year was available for export to meet the world requirements. 
China, Japan, France , Italy, Britain, Canada, Germany are her 
best raw cotton markets. 
Although China has long been known as an agricultural 
country, yet, she depended upon America for raw cotton to a 
large extent since the end of the war . Cotton imports led all 
t:b..at China bought from the United States, with a total value of' 
229.5 million dollars in the last three years , occupying 21.7 
lu. s . Bureau of Agricultural Economics , "World Production lear 
Prewar Level", Foreign Crops and Markets , Vol. 57, No . 17, 
October 25, 1948, p . 318. -
2u. s . Bureau of Agricultural Economics, The Cotton Situation, 
September, 1948, p. J. 


causes an abundant increase of cotton consumption, along with a 
sharp decline in production in the first postwar year and acute I 
shortage of domestic supply because of transportation diffi-
culties in the second and third postwar years, and has caused 
the huge imports of American raw cotton. We see from Table 
XVIII that China imported 732,000 bales of cotton in 1946, an 
increase of more than sixty-fold, as compared with 11,000 bales 
in 1938. The 1946 imports drew close to the 1932 peak of 865,ocp 
bales. However, the imports began to decline to 490,000 bales 
in the next year, and to 362, 000 bales in the third year. The 
1948 imports dropped approximately 26 percent from that in 1947 
and 51 percent from that in 1948. 
At· the same time, it is worthwhile to note, from the 
following table, that the price of cotton increased steadily. 
It was 124 dollars per bale in 1946 and rose to 151 dollars in 
1947, and further to 177 dollars per bale in 1948. 
TABLE XVIII 
China's Imports of American Raw Cotton, 1946-1948 
(Quantity, in 1,000 bales, value in $ millions) 
Year Quantit:;y: Value 
1938 11 2.1 
1946 732 91.5 
1947 490 74.0 
1948 362 64.0 
Source: u. s. Department of' Commerce, Report 
FT 410. 
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Although some destruction occurred during the war, industry has 
recovered rapidly since the war. The Chinese cotton mills are 
now equipped with 4,600,000 spindles, or which, about 85 percen, 
are located in coastal areas. Th ree million s pindles are 
located in the Shanghai area, 360,000 in Tsing tao and 432,000 
spindles in Tientsin. The remaining 15 percent or 800,000 
spindles are located in interior areas. Th e larg est part 
(315,000 spindles) are in t h e Ch ungking and Hankow areas. 
There are about 235,000 sp i ndles in Manchuria. 1 
The averag e consumption or cotton ror each spindle (in 
20 hours a day of two shifts, spinning 20 counts of yarn) is one 
pound, sothat the 4,600,000 spindles require a total of 3.3 
million bales of raw cotton, if they are to be kept busy in a 
year. Furth ermore, it is estimated that about 1.1 million 
bales of cotton are needed annually in homespun yarn and other 
domestic articles. Therefore, the total . cotton requirement in 
China under normal conditions would be approximately 4.4 millior 
bales. 2 However, as a matter of ract, owing to the deteriorate( 
military and economic conditions, t h e actual total con sumption 
was much below its normal consumption capacity. The running 
spindles during t h e last t h ree years were estimated at 3,600,00C. 
According to t h e report or t h e United States Consulate General 
in Shanghai, cotton mills actual consumption in China was 
estimated at 1.8 million bales in 1947, and 2.0 million bales 
lu. S. Bureau of Agricultu ral Economics? Foreign Crops and 
Markets, Vol. 58, No. 3, January 17, 19~9. 
2"Ch ina's Cp~ton Industry", China Monthly Trade, 1947, Shanghai 
Ch ina. p. l.ili ':). 

production of cotton has been started in six new provinces of I 
the northwest, southwest, and south (Kansu, Yunnan, Kwichow, I 
Kwangai, Fukien, Kwantung), and has beengreatly stimulated in 
Central China. 
(2) Cotton Improvement - China produces a native variety 
of cotton which is strong, fine and of good color and appearance, 
but has a short staple and was suitable for spinning low counts 
only. However, considerable improvement had been made durim tl::te 
1930's in both the quality and quantity produced, with the 
result that cotton imports had fallen off sharply. From 1922 
to the eve of the Sino-Japanese War , the total production was 
increased from .4 million bales to 2.9 million bales per year , 
while the total area of land planted with American cottonseed 
was increased from .7 million acres to more than 4 .1 million 
acres. 1 It is worth our while to note that in 1937 and 1938 
China's exports of cotton were higher than her imports . 2 
(3) Postwar Production- During the war , cottoncrops 
registered a disastrous decline. The production dropped f'rom 
the peak of' 3.7 million bales in 1936 to 1.1 million bales in 
19~-5. 3 Si n.c e the end of the war , tremendous efforts have been 
made to recover cotton production up to the prewar level. In 
1946, as indicated by the following table, cotton crops amountec 
to approximately 1.7 million bales, a decrease of about 42 per-
cent as compared with 1935 to 1939 averag e of 2.9 bales. 
111 China 1 s Cotton Industry", Op. cit., p. 445. 
2china Corporation, Op. cit.-,-p. 19. 
3"china 1 s Cotton Consumption", China Economist, January 17, 19If, 
n ·J~7 
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those two countries bought more than half of the total United 
States leaf exports. The other major customers are western 
European countries, Australia, India and New Zealand. 
Leaf' tobacco had been the first ranking commodity in 
China's 1938 imports (seep. xiii), but its p lace declined in 
the postwar trade. Never theless, it was the second important 
raw material among what China purchased f'rom the United States. 
This commodity shared 4 percent of' China's p ostwar total annual 
average imports with a cumulative value (in the last three 
years) of 42.9 million dollars. 
B. Historical Background of the Tobacco Leaf Trade 
The introduction into China of the habit of' using f'o reign 
tobacco dates back a few decades. Up to as late as 1867 only 
home-grown tobacco was used in China and cigarettes were unknown 1 
Even up to the present day, native tobacco, together with its 
necessary adjunct, the old Chinese pipe, is still in use in the 
country, especially in the interior. But when the cigarette 
entered the Chinese market, the Chinese smoker found it more 
convenient to handle and the habit of smoking has been rapidly 
increasing. 
In 1904, 12,000,000 pounds of raw tobacco were imported 
by China , while ten years later, these f'igures were 16,000,000 
pounds. This slow rowth was due to the f'act that the cigarette 
industry in China was still undeve lop ed, an raw tobbaco, 
t h eref'ore, not much n e eded. From earl ~ 1920's, h owever, the 
lpan s. P. , Op. cit., p. 236. 
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expenditure in China. 
TABLE XXIII 
United States' Export of Raw Tobacco By Country of Destination 
(in million pounds) 
Country of 1946-1947 % of Total 
Destination Avera~e Avera8e 
United Kingdom 242.4 46.8 
China 37.7 7.2 
Netherlands 36-4 7.0 
Australia 22.9 4.4 
Belgium 15.0 2.9 
Eire 12.9 2.4 
All Others 155.2 29.7 
TOTAL 522.5 100 .o 
Source: u. s. Department of Commerce, Report FT 410 
The industry is mainly located in Shanghai, where there 
are 105 cigarette factories. Numerically, this does not seem 
large as compared with the total number of 675 cigarette 
factories throughout China, but it must be borne in mind that 
most of the establishments in the interior are very small-scale 
factories, and their production merely supplies the local 
market, whereas practically all the large enterprises are 
operated in Shanghai. According to the data given by the 
Chinese tax authorities , the regional distribution of cigarette 
factories in China is as follows: 1 
l"The Tobacco Industry of China", China Mc;;thly Trade, August, 
1948, p. 649. 
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TABLE XXIV 
China's Cigarette Factories 
Number of 
Region Factories 
Manchuria 16 
North China 222 
South China 127 
Central and West China 99 
East China 211 
TOTAL 675 
It is estimated that t hes e 675 cigare tte producers re-
quire annually 250,000,000 pounds of leaf tobacco. 
E . China's Domestic Supply of Leaf Tobacco 
(1) Growing American Leaf - As the importation of America~ 
leaf is always inadequate to meet the needs of the cigarette in-
dustry, the only alternative of the manufacturers is to seek 
supplies from the home production. The Chinese leaf formerly 
produced was not suitable for the modern cigarette industry; 
however, much success has been achieved in the cultivation of 
what is known as American seed tobacco (flue cured). 
The growing of the Virginia leaf dates back to about 20 
years ago, when the possibility of domestic production of this 
tobacco to feed the then growing cigarette industry in China was 
envisag ed, and successful work was carried out in a numb~r of I 
areas chosen after investigation of the soil. The most lmportan~ 
of the modern tobacco plantations in China developed before the 
war were those in Shuntung, centering around Tsing-Chow, in 
Honan, radiating from Hsuchang, and in Anhwei, in the vicinity 
of Pengpu. The plantation was proved so successful that by 
1937 the average annual output in these areas reached a total of 
205,000,000 pounds. 1 
The war years brought an unprecedented development in 
industrial activity in Free China. As all the three tobacco 
growing districts under Japanese occupation, and as imports fro~ 
abroad were cut off, new centers of development were founded in 
Yunan and Kweichow provinces. These two southwestern districts 
now rank with the three Northern provinces as China's five 
principal American seed tobacco producing areas. The acreage of 
cultivation in 194G in these five centers, were as shown in 
Table nv. 
TABLE XXV 
China's Tobacco Cultivation 
District Acreage 
Shantung 46,400 
Honan 116,200 
Anhwei 228,000 
Yunnan 9,130 
Kweichow 4,980 
TOTAL 404,710 
Source: The Chinese Ministry of Agriculture 
and Forestry. 
lIb i d • , p • 64 9 . 
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(2) Postwar Production - During the postwar years, the 
production in Shangtung and Honan , the two oldest and largest 
tobacco growing areas, has fallen considerably as compared with 
prewar levels on account of the domestic disturbances. On the 
other hand, Kweichow and Yunnan, spurred by the growing demand, 
are now trying to ft~ther increase their production. 
TABLE XXVI 
China's Tobacco Production , 1946-1948 
·Yield 
Year (in 1,000 lb.) 
1937 20,5,000,000 
1946 90,000,000 
1947 13.5,000,000 
1948 240,000,000 
Source: U. s. Department of Agriculture, 
Bureau of Agricultural Economics, 
Foreign Crops and Markets. 
The foregoing table indicates that Chinese tobacco produc 
tion in the postwar years marked considerable improvements. The 
crop in 1946 was 90 ,000, 000 pounds, and advanc e d to 13.5, 000,000 
pounds in the next year, and further expanded to 240,000,000 
pounds in the third year . The 1948 output nearly exceeded the 
1937 level by 1.5 percent. It is interesting to note that the 
consumption in China during postwar years has been estimated 
around 2.50,000,000 pounds, therefore, t h e 1948 crop was 
approximately equal to the total cigarette manufacturing 
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stone for nnny industries and itself is one of the greatest of 
all industries . 
B. Historical Development of the Oil Trade Between Amer ica 
and China 
Some fifty or more years a g o mineral oil was not an 
article of g ena-" al commerce in China; the import in 1867 amount- ~ 
ing to only some thirty thousand gallons of kerosene oil for the 1 
foreign community in China . Beginning with 1870, kerosene was I 
rapidly accepted for illumination and lig hting uses among the 
Chinese, but not until the end of the last century was it carrie~ 
far into the interior of the country by the great distributing 
org anization of some foreign corporations. Since then, it has 
found its way into every hamlet far removed from treaty ports 
and used by people who may have perhaps never used any other 
foreign goods. Its importation of gallons increased 80,500fo 
during forty - four years - from 280,000 gallons in 1870 to 
84,000,000 gallons in 1900, and 225 , 000,000 gallons in 1914 . 
After 1914, the import of kerosene oil had suffered a 
setback in quantity averaging 80,854,000 gallons in 1916-18, 
because of its rising price out of European war and competition 
from electrical li ghting plants installed in big cities as well 
as in some small towns. However, there are still numerous 
places in the internal provinces of China in which only animal 
fat and vegetable oil are used for lighting purposes as in 
centuries before . As the oil ~ices declined after the 
European War, and internal transport ation improved, the impcrts 
46. 
went up aga n to 136 million 1 in 1921 and 209 million in 1922. 
To cope with kerosene importation, some other oil product 
like fuel, gas oil, lubricating oil, gasoline and other naphthas 
were also imparted, but at first, the amount was srmll, less 
than 2~& of the total oil import as to be quite neglig ible. 
Being stimulated by the European Nar, China started to transfer 
herself from an agricultural to an industrial stage. However, 
her industrial development was slow. The use of lubricating oil 
naphthas, fuel and gas oil were naturally on the increase. 
Therefore, China 1 s oil trade saw a new era from using immediate 
consumption purposes of imported oil (viz. for lighting and 
illumination) to productive use (viz. for the use of machine 
shops). During a short period of eight years before and after 
the European War, the imports of other oil products jumped from 
less than 2tb to 25~ in 1922, 26'/o in 1929 and 48.6% in 1936-37; 
whereas, kerosene dropped from 98% before the war to 75% after, 
7~ in 1929, and 51.4'/o in 1936-37. 2 
The United States possesses one of the richest petroleum 
resources of the world, and it developed the oil industry at a 
much earlier date than all the other countries possessing oil 
deposits. Until the end of the last century, the United States 
" actually monopolized the oil trade of' China· .. - as well as of' the I 
1~vhole world. But American oil supremacy in China did not remain 
l Pan Shu-lun, The Trade of u. s. With China, "China as a Market 
!for Mineral OilS"", p. 22.7: -
2Ibid. 
~~t the beginning of trading ears, 100% of kerosene was im-
ported from the United States. 















Never the less, the nationals con ti. nued to import large quanti ties 
of foreign oil, averaging 505,000 barrels daily in 1948. This 
spectacular development of o·il consumption had produced the 
question of a possible future decline in the supply and challeng s 
attention in the United States. This internal shortage naturall 
weakens her competitive position in the foreign market. 
Out of three oil surplus regions in the world today, 
prospective supply would come from the Carribbean area and the 
Middle East group of countries in Asia. The former produces 
1 14.9% of the world total, but only consumes 1.9%. The outlook, 
therefore, is that the oil supply for China in the near future 
will probably come from these two areas, especially the latter, 
due to its cheap transportation. 
Ibid. 
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petroleUfl market in the postwar years . Since China's domestic 
supply is so meager and is so f'ar located, it will take many 
years f'or her to reach the self'-suf'f'iciency stage. In the 
immediate f'uture , thus China is still a good market f'or petroleuq 
products. However , the American dominating position in China's 
market will not last long. This is f'irstly due to her own 
supply in balance with her own demand. Secondly, other neighbor 
ing countries to China, like Netherland East Indies will soon 
come into the competitive picture as soon as their production 
f'ac ili ties are recovered. T!'lirdl y , the dif' f'erent political 
ideologies between these tvro countries constitute a great 
handicap f'or her trade. Theref'ore, the prospect of' America's 
oil trade with China is still not promising. 
The United States may lose her market in China; she may, 
however , gain in export of' some other capital goods . Once an 
industrial China is taking shape, she needs more and more of' 
industrial machinery, locomotives, vehicles, electrical equip-
ments , aircraf't and so on. The capital gpods trade seems to be 
the only chief' line of' f'uture advance whiCh may l ead to a 
permanent American success in the China markets. 
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